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President Vicente Fox's administration has announced plans to restore crop-support prices and
increase other subsidies to help the Mexican agriculture producers compete with an expected surge
in US and Canadian agriculture products in 2003. Under terms of the North American Free Trade
Agreement (NAFTA), Mexico is due to eliminate tariffs on all US and Canadian agriculture imports
except for corn, beans, and powdered milk (see SourceMex, 2002-09-04 and 2002-10-23).
The administration is under pressure to renegotiate NAFTA but has ruled out this option because
of the difficulty in convincing the US and Canada to extend the deadline for opening the Mexican
market. The position of Mexico's NAFTA partners was evident in recent statements by officials from
the US Department of Agriculture (USDA). "We don't look with favor on changing the agreement,"
said USDA undersecretary J.B. Penn. "If you start giving exemptions and allowing deadlines to pass,
you really don't have an agreement."
In the absence of a negotiated delay in opening the Mexican market to US and Canadian products,
the Fox government would have to make a unilateral decision to keep the tariffs in place. This
option has been endorsed by Mexican agriculture organizations and legislators from the opposition
parties, the center-left Partido de la Revolucion Democratica (PRD) and the former governing
Partido Revolucionario Institucional (PRI). "Our farms are not in the condition we expected eight
years ago," said Deputy Jaime Rodriguez Lopez, who chairs the agriculture committee (Comision
de Agricultura y Ganaderia) in the lower house. "Mexico's agriculture sector is not ready to face
NAFTA's challenges."
Rodriguez urged Fox to either push back the Jan. 1, 2003, tariff-elimination deadline or to continue
at least some restrictions on imports. "There has not been a fair relationship," said Rodriguez, who
charged that the US "has not been a good neighbor" on agriculture-related issues.

Mexico seeks to ease impact of NAFTA, US subsidies
Rather than negotiate the NAFTA tariff-elimination provision, the Fox government has opted to
develop a comprehensive US$10 billion plan to shore up the agriculture sector through increased
subsidies. The most important provision in the Fox plan restores the system of calculating crop
supports on a per-metric-ton basis. The plan would in effect establish guaranteed prices for basic
crops, rather than rely entirely on the market.
The decision would reinstate a system eliminated during the administration of former President
Carlos Salinas de Gortari in favor of a plan that provided crop subsidies on a per-hectare basis.
Salinas implemented the change in 1993 to bring Mexico's agriculture policies more in line with
those endorsed by the World Trade Organization (WTO) and NAFTA (see SourceMex, 1993-10-06).
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Critics say the proposal, while welcome, will do little to help small-scale producers. An estimated
70% of Mexican farmers own 4 ha of land or less.
The Fox plan proposes to disburse agricultural assistance through 14 different government agencies.
Some of this assistance would be channeled toward cost-reduction measures, such as electricity
subsidies for agriculture production. The administration promised to make more efficient use of
the agricultural supports. "Unlike previous years, these resources will not be used to promote
paternalism or to gain the loyalty of agriculture organizations," Fox said in a speech.
Fox's optimism has run into strong skepticism, with critics noting that the Mexican government
will have very little money to channel into subsidies next year. This is even more the case given the
very austere budget proposed by the administration for 2003 (see SourceMex, 2002-11-13). The Fox
budget would increase agriculture expenditures by only about 4% next year. "The president is trying
to pull the wool over our eyes with this plan," said PRI Deputy Librado Trevino.
Other legislators and leaders of agriculture organizations questioned whether any amount of
subsidies would offset the agriculture supports provided by the US government to its producers.
"We won't be able to match the US$190 billion the US is providing its farmers during the next
10 years," said Deputy Marti Batres, who heads the PRD delegation in the lower house. The US
subsidies, which the Mexican government has vigorously condemned, are part of the US farm
legislation passed in May of this year (see SourceMex, 2002-05-22).
Mexican producers are also at a competitive disadvantage because of the disparity in the costs
of fertilizers, electricity, and other inputs. "Our costs of production are higher than our US
counterparts," said Armando Paredes Arroyo, president of the Confederacion Nacional Campesina
(CNC).

Fox under pressure to extend tariff-reduction deadline
Opposition legislators and leaders of agriculture organizations suggest the best course of action in
the short term is for Mexico to ignore the tariff-elimination deadline and for the Fox government
to increase long-term supports to shore up the Mexican agriculture sector. "The administration
must develop a true emergency program for the agriculture sector and renegotiate the agriculture
provisions in NAFTA," said a participant at a press conference held by leaders of the Congreso
Agrario Permanente (CAP), the Union Nacional de Trabajadores (UNT), and the bank debtors'
organization El Barzon.
Even though Fox said he intends to comply with the NAFTA tariff-elimination provision, the
president fully expects to find other ways to use tariffs to control the flow of imports. For example,
Fox plans to send legislation to Congress that would expedite procedures to impose tariffs on certain
goods being sold in Mexico at less-than-market value. The push to renegotiate the agriculture
sections of NAFTA is supported by members of Fox's center-right Partido Accion Nacional (PAN),
who joined counterparts from the PRI, PRD, and a handful of small parties in a resolution urging
the president to begin discussions with the US on the issue. Some legislators and agriculture
organizations have proposed that Fox negotiate a three-year moratorium on the tariff-elimination
deadline.
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A dozen producer and campesino organizations, supported by the PRD leadership, are planning
to express their displeasure with the Fox administration and the Congress through very visible
protests. On Dec. 10, the organizations are planning to occupy the San Lazaro legislative building,
which houses the Chamber of Deputies. On Jan. 1, the groups plan to block all of Mexico's 48
crossings into the US. "We are facing a disastrous situation with the elimination of tariffs on 19 items
included in the agricultural chapter," said PRD president Rosario Robles Berlanga. "There is no
public policy or ability to deal with the crisis."
Concerns have been raised by producers of all the commodities that would be affected by the tariff
elimination. But the strongest protests have come from poultry producers, who fear that unlimited
imports of US chicken will decimate their industry. Mexico currently charges a tariff of 50% on US
chickens. That tariff would drop to zero on Jan. 1, 2003. "Our sector employs more than 120,000
workers," said Cesar de Anda, president of the Union Nacional Avicultora. "If the government does
not apply some sort of safeguard, we could lose 25% of our installed capacity."
If Mexico imposes any safeguards before Jan. 1, 2003, it will be to protect the poultry and the hog
industries. "There is some apprehension on the US side about what actions Mexico might take" to
try to delay free trade in chickens, said Toby Moore, a spokesman for the US' Poultry & Egg Export
Council. He cited Mexico's recent decision to block chicken imports from eight states because of
concerns about avian influenza.

US officials downplay Mexican concerns
Other USDA officials insist that Mexicans have little to fear from the increased imports. For
example, undersecretary Penn cited USDA reports, which said that poultry consumption in Mexico
is expected to grow faster in the next five to 10 years than the capacity of domestic industry to supply
it. "There is ample room for competitively priced imports," said Penn.
Deputy US Commerce Secretary Grant Aldonas minimized the concerns raised by Mexican
producers about subsidies, pointing out that US agricultural supports are channeled toward
products where there is little competition between the two countries. "Mexico is not competitive in
products that we subsidize, such as wheat," Aldonas told reporters.
The issue was also a major part of the agenda at a meeting of US and Mexican Cabinet ministers
in Mexico City. US Secretary of State Colin Powell, who led the US delegation, said NAFTA has
provided some benefits for Mexico, allowing agriculture exports to increase to US$6.1 billion in
2001. But Powell also acknowledged that the benefits have been uneven, helping a small segment
of Mexico's agriculture sector. "I know there are particular problems in the agriculture sector," said
Powell. "And they are going to become more difficult in 2003. We're very sensitive to that."
The growing poverty in the Mexican agriculture sector is evident in a World Bank report, which
notes that almost 74% of Mexican rural residents lived in poverty in 2000, compared with slightly
more than 69% in 1989. And some nongovernmental organizations expect the deterioration of the
countryside to continue to promote the flow of undocumented Mexicans to the US in search of
employment. "Mexico has become the world champion of exodus," said Armando Bartra, director
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of the Instituto de Estudios para el Desarrollo Rural Maya. "Trade liberalization...has decimated
campesino agriculture, which provides support for one-fourth of our population."
Recent estimates indicate that about 3.5 million undocumented Mexicans are working in the US.
This has prompted the Fox administration to renew its push for the US to negotiate an agreement
with Mexico to offer legal status to many of these workers (see SourceMex, 2002-11-20). Fox had
hoped to have an agreement in place by 2002, but talks were stalled by the attacks on the World
Trade Center in New York and the Pentagon in Washington on Sept. 11, 2001, which prompted
the US to implement strict security measures (see SourceMex, 2001-09-26). "It is time to resume
the high-level bilateral negotiations on migration matters the ones to which President Bush and
I committed ourselves last year," Fox said at the bilateral meeting of Cabinet officials in Mexico
City. (Sources: Associated Press, 11/19/02; Dow Jones news service, 11/20/02; Unomasuno, 11/19/02,
11/21/02; La Cronica de Hoy, 11/20/02, 11/21/02; Agencia de noticias Proceso, 11/18/02, 11/20/02,
11/22/02; The Dallas Morning News, 11/24/02; Notimex, 11/18/02, 11/20/02, 11/26/02; The New York
Times, 11/19/02, 12/01/02; Spanish news service EFE, 12/01/02; The Washington Post, 12/01/02;
Reuters, 11/18/02, 11/25/02, 12/03/02; Inter Press Service, 12/03/02; El Financiero, 11/19/02, 11/21/02,
12/04/02; Reforma, 11/19-21/02, 12/04/02; Milenio Diario, 11/19/02, 11/20/02, 11/22/20, 12/03/02,
12/04/02; El Universal, 11/19/02, 11/20/02, 11/25/02, 12/03/02, 12/04/02; Novedades, 11/21/02, 12/04/02;
The News, 11/21/02, 11/22/02, 11/26/02, 12/02-04/02; La Jornada, 11/25/02, 11/26/02, 12/02-04/02)
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